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SUBJECT: RAILROAD ELECTRIFICATION 

REF: A. EA/ROC WEEKLY STATUS REPORT TO EA-MR INGERSOLL, 
6/20/74 

B. STATE 027593 

1. IN THE FOURTH ITEM OF REF A, WHICH IS CAPTIONED 
"RAILWAY ELECTRIFICATION IN TROUBLE?", IT IS MENTIONED 
THAT EXIM APPARENTLY IS INSISTING ON A 7 PERCENT RATE 
RATHER THAN 6 PERCENT AND A RENEGOTIATION OF THE 
FINANCIAL ARRANGEMENTS WHICH WERE ORIGINALLY 45 
PERCENT EXIM FINANCING OF A 22.5 PERCENT GUARANTEE. 

2. CONCERNING THE 6 OR 7 PERCENT IN REFTEL B. 

IT WAS STATED THAT TRA WOULD HAVE TO SUBMIT ITS 
COMPLETED LOAN APPLICATION TO THE EXIM BANK BY 
FEBRUARY 28, 1974, IN ORDER TO QUALIFY FOR THE LOWER 
RATE. THE EMBASSY HAS A COPY OF A LETTER DATED 
FEBRUARY 22, 1974, FROM T.N. CHEN TO MR. DAVID B. LOW 
OF EXIM ENCLOSING THE LOAN APPLICATION. DID THIS 
IUCKAGE ARRIVE BY FEBRUARY 28? IF SO, WOULD NOT EXIM'S 
CONDITION BE SATISFIED AND A 6 NOT 7 PERCENT RATE 
BE GIVEN TRA? 
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3. CONCERNING THE EXIM GUARANTEE PORTION, THE MAY 25, 
1973, LETTER FROM KEARNS TO TRA STATES ON PAGE 2, E 
THAT EXIM WILL GUARANTEE THE REPAYMENT OF THE OTHER 
40 PERCENT OF US$64,000,000 IF "ANY LENDER OTHER THAN 
THE ROC OR AN AGENCY THEREOF, SO REQUESTS". THIS 
WOULD SEEM TO MEAN THAT EXIM IS WILLING TO OFFER A 
DIRECT GUARANTEE UP TO 40 PERCENT (NOT 22.5 PERCENT) 
PROVIDING THE GROC IS NOT ONE OF THE LENDERS. 

4. THE EMBASSY IS, THEREFORE, PERPLEXED BY THE ITEM 

IN THE WEEKLY STATUS REPORT. WE CHECKED WITH SOUTH- 
EAST ENGINEERING CORPORTATION'S MANAGER, MR. T.Y. HU, 
WHO REPORTED THAT EXIM HAD A BOARD MEETING ON THIS 
PROJECT LAST WEEK BUT SO FAR HE HAD NOT HEARD ANY 
RESULTS. UNGER 
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